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Consumers Under the Recovery Program 


How consumers are faring under the recovery program 
is a matter of grave concern among those who realize 
that in the last analysis consumers pay the bill. The 
purpose of the recovery program is to provide a “more 
abundant life.” Many are questioning, however, how this 
purpose can be reconciled with the limitation on produc- 
tion of food and other commodities when many millions 
of people are in need of food, clothing and shelter. The 
protection of consumer interest is coming to be the para- 
mount issue. 

The secret of recovery is to increase and maintain the 
buying power of the masses. If prices are increased as 
fast or faster than wages and salaries the whole project 
will fail. Business men have been asked by the Presi- 
dent to put as many people as possible to work, raise 
wages and defer price increases as long as possible. It is 
expected that the added costs will be absorbed in the 
larger volume of business done, and business may obtain 
as great or greater profits as the result of a larger volume 


. of business. The essential thing is that this business 


policy shall be applied universally. There is plenty of 
pent-up demand, and better distribution of income, with 
a greater amount of income flowing to the mass of work- 
ers will provide the market which disappeared as the 
result of the depression. 

The main question of course is, How effectively will 
business men, operating under an unrestricted profit sys- 
tem, respond to this program. The problem is to make 
the best use of resources, productive equipment, and labor 
to provide as good or better conditions of living than 
those enjoyed prior to the depression. However, it is 
impossible to escape the fact that production and distri- 
bution are ordinarily carried on only when the oppor- 
tunity or the hope for profit is present. Each business 
unit operates on this basis because it cannot do other- 
wise for long and escape bankruptcy. Logically the 
recovery program demands the operation of the whole 
economic system according to need. A whole economic 
system cannot become bankrupt because all of the wealth 
and effort of a nation is available to keep it running and 
serving needs. Losses incurred at one point can be offset 
by gains at other points. 


Tue Business RESPONSE TO THE PRESIDENT’s APPEAL 


Thus far, and on the whole, business men have not 
responded very heartily to the President’s appeal. In 
his address before the National Convention of Retail 
Merchants, January 19, 1933, General Johnson said that 
in many cases business men have marked up prices two 


or three times above what the recovery program has cost 
them. At the same time business has profited by the fact 
that codes have eliminated many unfair competitive prac- 
tices. The codes have curbed the chain stores in their 
competition with small concerns and many practices, such 
as putting certain commodities on sale as loss leaders, 
have been eliminated. Wholesalers who demand secret 
rebates have been denied them. 

From July, 1933, when some codes were first put into 
effect, to December, employment in manufacturing indus- 
tries increased 4.1 per cent and payrolls increased 7 per 
cent while the cost of living increased 5.2 per cent. This 
would seem to indicate that purchasing power had in- 
creased faster than the cost of living. But when the 
index of payrolls is divided by the index of employment 
in July and in December, the picture is changed. The 
figures thus obtained provide indexes of the average 
income per worker employed. The difference between 
these indexes in July and December shows that there has 
been an increase of only 2.8 per cent in the average in- 
come per worker employed, which is about half the 
increase in the cost of living. Doubtless this is a truer 
representation of actual conditions because total payrolls 
are disproportionately increased by added employment 
and unless wage rates are greatly increased to offset the 
decreased hours of work the average income per worker 
does not keep pace with the increase in the cost of living. 

Many business concerns have established uniform 
mark-ups in prices which have not been sanctioned by 
their codes." Mergers and consolidations, as well as the 
codes themselves, set the stage for an increase in monopo- 
listic practices. 

The results of attempts are indicated by the relation 
of the volume of production to profits. The average of 
the Federal Reserve Board’s production indexes in April, 
May and June was 79 while the average for July, August, 
and September was 87, an increase of 10 per cent. Al- 
though the average of production increased only 10 per 
cent in the third quarter, the profits of 205 large indus- 
trial corporations in 19 industrial groups increased almost 
50 per cent in the third quarter of 1933 as compared to 
the second quarter. According to orthodox economics 
the volume of production should have increased much 
more when profit margins were increased. However, the 
power to boost prices in the third quarter more than 
enough to pay the higher wage rates and the higher prices 


*Dexter M. Keezer, executive director of the Consumers Ad- 
visory Board, address before the American Academy of Political 
and Social Science, January 6, 1934. 
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to producers of raw materials resulted in higher profits 
at the expense of diminished production as indicated by 
the fact that production index decreased to 90 in August, 
85 in September, 78 in October, and 72 in November. 
The effects of this were shown in the decline in employ- 
ment and payrolls in November and December. 

When industry is producing far below capacity over- 
head costs are more burdensome than labor costs. Norm- 
ally, overhead costs should be reduced by enlarging out- 
put and sales. But sales cannot be increased unless more 
people have work and increasing income. To seek profits 
by increasing prices and profit margins at the same time 
that production is decreasing obviously is suicidal. It 
cuts off the market, retards recovery and may lead to 
further depression. The success of the NRA is threat- 
ened by such practices, not by increased wages, shorter 
hours, and more work which provide consumers with 
more purchasing power. 

That some business men are recognizing this fact is 
indicated by their addresses before the National Retail 
Dry Goods Association on January 17, 1934. They de- 
clared that retailers must do their part in solving the 
problem of unemployment by buying only from manu- 
facturers and merchants who operate under the Blue 
Eagle. They recognized that an increased volume of 
sales would largely take care of increased costs and that 
they must not try to pass them on to consumers. 


Errects oF CONSUMER CHOICES 


Consumers as well as business men have helped to 
create the ups and downs of the business cycle. Changes 
in fashion, seasonal demands for goods, insistence upon 
a great variety of goods, disproportionate expenditures 
upon notions and luxuries, and the willingness to pay 
excessive prices for goods and services have all con- 
tributed to maladjustments in the economic system for 
which consumers are largely responsible. They have 
made it possible for many to go into and to stay in busi- 
ness who would be eliminated if resources, productive 
equipment and labor were used more in accordance with 
need. 


That consumers need education on the way the eco- 
nomic system functions is more and more recognized. 
They have immense power in their choices. For example 
in 1928 they could choose from 10,000 brands of wheat 
flour, 4,500 brands of canned corn, 1,000 brands of 
canned peaches, 1,000 brands of canned salmon, 1,000 
brands of packaged tea, etc. Under these conditions 
intelligent choice according to quality and price is very 
difficult. Consumers need the help of government through 
grading commodities according to quality. 


PROTECTION OF CONSUMERS 


The basic needs of consumers are food, clothing, and 
shelter. _The recovery program includes many features 
designed to provide these essentials and to protect the 
consumer against extortion. However, limitation on pro- 
duction and failure to put everybody at work with income 
adequate to provide a decent standard of living neutral- 
izes gains otherwise secured. Justification for limitation 
on agricultural production and subsidies to farmers is 


sought in the fact that the consuming power of farmers , 


needs to be increased to better the market for manu- 
factured goods. It is part of an effort to build a more 
balanced economy and is classed as our emergency mea- 
sure for agriculture. The failure, however, of govern- 


ment and industry to provide enough jobs and purchasing 
power for workers in industry, mining, transportation, 
trade, etc., so that consumers can have all the agricul- 
tural products they need perpetuates want in spite of a 
vast potential production. 


Industry, as well as agriculture, can produce more than 
it can sell at a profit. Industry has not been granted a 
subsidy for limiting production but has been permitted 
to do this by concerted action under the codes. Under- 
standings pertaining to price fixing have also been per- 
mitted. Putting people to work at minimum wages has 
been incidental to the main object—the making of maxi- 
mum profits. An industry may choose to make and sell 
either few goods at high prices or many goods at low 
prices. The latter alternative means more employment 
and more goods for consumers at prices which encourage 
the maximum consumption. 


The more efficient business concerns can pay high 
hourly and daily wages and still sell at low prices. The 
inefficient, however, have, all too frequently, sought to 
compete with the efficient by reducing wages in order 
to cut prices. The result has been to decrease purchasing 
power among the mass of workers and to decrease pro- 
duction in the long run because the inefficient are gen- 
erally the greater numerically. Furthermore, the efficient, 
generally speaking, might pay higher wages, expand pro- 
duction further, and sell for lower prices. Their present 
practice is to absorb only that portion of the market 
which enables them to make the maximum profit under 
existing conditions. 

The co-existence of efficient and inefficient business 
concerns, the practices which help to perpetuate the in- 
efficient, and the pursuit of policies designed to yield 
maximum profits constitutes the chief maladjustment for 
workers and consumers under the profit making system. 
This maladjustment cuts off production and opportunity 
for work, decreases purchasing power, and keeps prices 
and profits up. Under these conditions it is obvious that. 
it will not be easy under the NRA to increase the pur- 
chasing power of the workers nor to protect them as 
consumers so that they can obtain the most for their 
money. 


THe ConsuMers’ Apvisory Boarp 


The Consumers’ Advisory Board is one of three ad- 
visory boards which furnish counsel for the consumer, 
labor and industry, respectively, during the preparation 
and administration of codes of fair competition. It has 
representatives at code hearings to protest against pro- 
visions harmful to consumers’ interests. It observes the 
effects of codes and urges revisions upon the Administra- 
tor. It carries on education of the consumer as to prices, 
quality, and the need for more economic distribution. It 
opposes monopolistic practices and insists that, where the 
force of competition is diminished by code rules, adequate 
public regulation of prices shall be established. It con- 
tends that where “selling below cost” is prohibited in 
connection with the establishment of minimum selling 
prices, “cost” shall be defined as the cost to each business 
concern and not the average cost to an entire industry. 
The latter policy would protect many inefficient concerns 
and permit excessive profits to the most efficient concerns. 
The Board demands a careful check up of price increases 
in each stage of the progress of goods from the factory 
to the consumer so as to prevent unreasonable mark-ups 
above the added cost of higher wages. 

The Board has a Price Increase Committee which 
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analyzes prices and if profiteering exists complaints go 
to the Federal Trade Commission and may go thence to 
the Department of Justice for action. Hearings have 
been held on complaints by purchasing agents of the 
federal, state and city governments, educational institu- 
tions, and other organizations that through juniform bids 
excessive prices are being charged. The provisions in 
codes permitting open price agreements, uniform dis- 
counts on quantity purchases, the elimination of quantity 
or special trade discounts, and rules prohibiting sales 
below cost have been complained of. 

In carrying out its work the Board is assisted by the 
Federal Trade Commission, the Central Statistical Board, 
the Planning Research Division of the NRA and other 
agencies. For their greater protection the Board believes 
that consumers should have representation on the code 
making and code administering authorities. The ap- 
pointment of a Cabinet member to represent consumers 
has also been suggested. 

The Consumers’ Counsel of the Agricultural Adjust- 
ment Administration cooperates with the Consumers’ 
Advisory Board and, having the backing of a government 
department, it has taken a strong stand on bread prices 
and has insisted on inserting in codes of food processors 
explicit requirements as to commodity standards and 
labelling. 


Tue ComMItTTEE ON ConsUMER STANDARDS 


The Committee on Consumer Standards of the Con- 
sumers’ Advisory Board after a study of the need for 
research and testing of commodities recommended on 
December 1, 1933, that a Consumer Standards Board 
should be set up jointly by the Consumers’ Advisory 
Board of the NRA and the Consumers Counsel of the 
AAA. This board would be responsible to and financed 
by its creators and would take all necessary steps, includ- 
ing cooperating with agencies within and outside of the 
federal government, for the development and promulga- 
tion of consumer standards. 


To buy advantageously the consumer must be able to 
judge the quality of goods as well as price. No one can 
tell whether a price is reasonable unless the quality to 
which the price applies is known. Governments, business 
organizations, educational institutions and other large 
buyers have found that millions of dollars can be saved 
by purchasing only after specifications based on tests are 
complied with. The ordinary consumer, however, cannot 
afford the expense of such procedures and needs the 
protection which only government agencies can give him. 
The United States Department of Agriculture has estab- 
lished grades for eggs, meat, butter, canned fruits, and 
vegetables. Graded meats have proved popular with con- 
sumers and retailers but some packers have discouraged 
retailers from carrying graded meats and efforts to make 
quality grades compulsory in the master canning code 
have been fought by “certain powerful interests . 
because their brands, sold at first-grade prices, are actu- 
ally second-grade products.” 

Very little standardizing of quality in manufactured 
goods has been done. The consumer must not only be 
adequately informed on what he is buying but grades of 
goods must be named properly and he must understand 
that quality is often independent of price. Tests have 
shown in some cases that high priced articles have proved 


*Caroline F. Ware, “Implementing the Consumer,” Survey 
Graphic, February, 1934. 
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to be of poorer quality than low priced goods. That 
many producers will be reluctant to give cooperation on 
quality standards is indicated by the reaction of a repre- 
sentative of industry in a recent code hearing who “read- 
ily agreed that the purchaser should not be fooled into 
buying the quickly rotting fabrics offered by many manu- 
facturers. But when the consumer representative sug- 
gested quality labelling as the obvious solution, he drew 
back indignantly. 

“Why, that is preposterous! You cannot expect any 
producer to say that his stuff is not the best.’ ’” 

However, “the best element” in many industries rec- 
ognize that quality labelling is a means of eliminating 
cut-throat competition and gaining the cooperation of the 
consumer. Such a provision is indispensable in any code 
of fair practices “for competition in quality can be quite 
as unfair as the price-cutting and wage-cutting that have 
been the principal targets of code provisions.” Thus busi- 
ness men as well as consumers stand to gain by regula- 
tions which bring sellers and buyers of quality goods 
together and drive from the market those who thrive on 
fraud. 


Bureau oF Economic EpucaTIon 


On November 16, 1933, the Consumers’ Advisory 
Board announced that it had established a Bureau of 
Economic Education for consumers, headed by Professor 
Paul H. Douglas of the University of Chicago. The 
Bureau will establish Consumers’ County Councils 
throughout the country. Each Council will consist of 
from five to seven members and will represent both 
urban and rural consumers. The chief functions of 
these Councils will be “to act as agencies for the con- 
sideration of consumers’ complaints against undue price 
increases; to serve as channels for the dissemination of 
accurate information concerning NRA and its effects 
upon consumers; to act as an agency through which 
consumers may become articulate on questions of national 
economic recovery; to aid in development of national 
economical and efficient distribution of goods to con- 
sumers; and to cooperate with the Federal Emergency 
Relief Administration and the Civil Works Administra- 
tion to speed reemployment by development of sound 
civil projects.” 

This is part of the effort to put consumers behind the 
NRA program as well as to protect consumer interests. 
Consumers are expected to buy from those who are living 
up to NRA requirements. They are asked to pledge 
themselves to do this. The possession of the “Blue Eagle” 
by a business man is supposed to indicate that he is living 
up to requirements. In the clothing industry each manu- 
facturer who lives up to the code is privileged to sew on 
garments an NRA label. This gives the consumer assur- 
ance that the particular goods purchased are made under 
as good conditions as have been established by competing 
manufacturers. Mary Anderson, head of the Women’s 
Bureau, United States Department of Labor, says that 
“at last the woman shopper has a purchasing guide. 
Today there is no reason why any woman should un- 
knowingly wear a coat, suit or dress made under sweat- 
shop conditions. The little white satin label with the 
blue eagle, which is required by the Coat and Suit Au- 
thority to be sewed into every garment, is assurance to 
the purchaser that the clothes she buys are made under 
fair conditions.” 


"Ibid. « 
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REVISION OF Foop AND DrucGs Act 


If consumers can be interested in any form of legis- 
lation looking to their welfare it would seem that they 
should give intelligent and effective support to a bill 
(S. 1944) designed to eliminate adulterated foods and 
harmful drugs. There are business men who do not 
hesitate to promote the consumption of foods and drugs 
which undermine the health and vitality of the popula- 
tion. The desire for profit subordinates all other consid- 
erations. Advertising in newspapers and over the radio 
furnishes an avenue for deception and misrepresentation 
upon which there is little or no check. Women are in- 
duced to use cosmetics which injure their faces. Mothers 
feed their children impure foods and dope them with 
deleterious drugs. Newspapers and radio companies 
which derive income from such advertising are close 
allies of those who oppose legislation in the interest of 
consumers. Doubtless no form of legislation will arouse 
more formidable opposition than this bill. 

Experience under the Food and Drugs Act of 1906 
shows that the consumer needs greater protection. The 
courts have interpreted the law in ways which under- 
mine its effectiveness and nullify the regulations under 
it. Redefinition of what may be termed adulterated food 
is needed. The proposed bill gives the Secretary of Agri- 
culture authority to establish definitions of identity and 
standards of quality and “fill” of containers for any food 
on the market. Hair removers and cosmetics in which 
poisons are used and which are misbranded and decep- 
tive as to their ingredients are prohibited. False and 
misleading claims on labels are forbidden. The bill also 
gives the Food and Drug Administration authority to 
seize and remove from sale mechanical devices which are 
falsely claimed to be useful in the treatment of diseases 
and to prosecute manufacturers of such appliances. 

Under the old law manufacturers of drugs and medi- 
cines can make false statements in advertisements and 
over the radio which were not permitted on labels. Under 
the proposed law advertisements of food, drugs, and cos- 
metics are deemed false if they are untrue in any par- 
ticular or create a misleading impression. They are 
false if they claim to cure diseases for which the remedy 
is only a palliative and if they make any claims contrary 
to the general agreement of medical opinion. The courts 
have prohibited the addition of poison in foods in quan- 
tities which may be harmful to health but the govern- 
ment had to prove that it was harmful. Under the pro- 
posed law the presence of a poison in food places the 
burden of proof on the manufacturer that it is not harm- 
ful. Many cases have arisen where patent medicines have 
cost the lives of users. Under such conditions obviously 
consumers need protection against their own ignorance. 
The proposed law prohibits the advertising of drugs, no 
matter what their therapeutic value may be, for those 
diseases in which self-medication is especially dangerous 
or patently contrary to the interest of public health. 


Pusric IMPROVEMENTS 


As a part of the recovery program certain projects 
are under way which in the long run are expected to be 
of great benefit to consumers. The public works program 
includes reforestation, flood control, and prevention of 
soil erosion, all of which are important measures for 
conserving food supply and other resources. Under the 


Tennessee Valley Authority power resources are being 
developed and a whole region is undergoing a process of 
reconstruction. In spite of the opposition of private 
utilities on the grounds of government competition in 
business and fear of the necessity of reducing electrical 
rates the result should be of great benefit to business and 
consumers over a wide area. Similar developments in 
prospect in other parts of the country, when carried 
through, will largely change conditions of production and 
consumption. Cheap electrical power will tend to decen- 
tralize industry and make possible facilities for the im- 
provement of home life. The encouragement given by 
the federal government to states and cities for the inaug- 
uration of public works and to cities for slum clearance 
and low cost housing projects will not only provide better 
housing for large numbers of people but will establish a 
— level of living than profit making enterprises pro- 
vide. 

Thus from every standpoint the national recovery pro- 
gram opens the door of opportunity for consumers to 
build and enjoy an economy far superior to anything 
developed previous to 1934. Obviously, if consumers 
make use of their opportunity to establish cooperative 
societies for the production and distribution of goods 
they can largely increase the purchasing power of their 
incomes by absorbing surpluses which would ordinarily 
go to increase the profits of private enterprises. Con- 
sumers now have little or no organization through which 
they can demand remedial legislation. Cooperative buy- 
ing effects large economies and patronage of cooperative 
distributives makes possible large reductions in the cost 
of supplying home needs. The recovery program may 
well be the beginning of a new era which will provide a 
more abundant life. 

If a higher standard of living is to be developed a 
policy must be put into effect which is more constructive 
than ploughing in, burning up, and in other ways de- 
stroying surpluses. To regard the surpluses which have 
been created by inventions and the use of power as a 
curse rather than as a blessing runs counter to all the 
forces in modern life which seek the improvement of 
mankind. So far as our powers of production are con- 
cerned there is no need for the persistence of poverty 
and all the distress which accompanies it. 


The implications of the new era have been stated by a 
leading engineer in the following terms: - 

“What power production has done is to give us slaves 
other than human to do our drudgery for us, and to 
enable us to make a general liberation of life into cul- 
tural opportunity. The old unhappy class breach has 
become obsolete. Mankind need no longer be divided 
against itself in that way. The attempt to perpetuate, in 
this new world of plenty, the old device of the ages of 
scarcity, is no longer possible without bringing our civili- 
zation to catastrophe. The leisure and the abundance 
which are the inevitable consequences of power produc- 
tion cannot be distributed by the old scarcity-age pro- 
cedure. What the new powers are demanding from us, 
in all the confusion and demoralization of life that they 
inflict upon us so long as we do not comply with the 
demand, is a new distributive system adjusted to their 
requirements of leisure and abundance.” 


“Fred Henderson, “We Must Rub the Other Side of the 
Lamp,” Survey Graphic, February, 1934. 
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